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Gentlemen: INTERSTATE COMMERCE COMMISSION L 3 5

Enclosed for recordation under the provisions of 49 U.S.C.
§11303 are the original and 6 counterparts of an Equipment Lease

dated as of June 15, 1979. :

e ——

. A general description of the railroad rolling stock
covered by the enclosed document is set forth in Schedule A
‘attached to this letter and made a part hereof.

The names and addresses of the parties are:

\Lessor: Mercantile Trust Company National
Association, not individually
but solely as Trustee under
B.A. Rail Trust No. 1

One Mercantile Center
St. Louis, Missouri 63101

essee: Farmland Industries, Inc.
3315 North Oak Trafficway
Kansas City, Missouri 64116

The uhdersigned is the Lessor mentioned in the enclosed
document and has knowledge of the matters set forth therein.

Please return the originél and 6 copies of the Equipment
Lease to J. Richard Fisher, Jr., Esq., Chapman and Cutler, 111 ’
West Monroe Street, Chicago, Illinois 60603.

Also enclosed is a cheek in the amount of $50.00 covering
the required recording fee.

Dated: Junel5 , 1979
. ———————
Very truly yours,

MERCANTILE TRUST COMPANY NATIONAL
ASSOCIATION, not individually

but solely as Trustee under
B.A. Rail Trust No. 1

“H8 MOILVY3d0 334 .
001 By (27 C?. PV—
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DESCRIPTION OF ITEMS OF EQUIPMENT

Manufacturer of Equipment: Hawker Siddeley Canada Ltd.

Description and Mark and

Number of Items of
Equipment: 300 100-Ton Covered Hopper Cars,

AAR Mechanical Designation LO,
Manufacturer Specification LO-132
Marked and Numbered FLIX 2200
to FLIX 2499, both inclusive.

(B.A. Rail Trust No. 1)

SCHEDULE A
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111 West Monroe Street o
Chicago, Illinois 60608 '
Dear gjp;

The enclosed doéﬁment(s) was réco:;ded puréuant to the préffi- B
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sions of Sé'c'tioln 11303 of the Interstaté'CommerICévv Act, 49 USC

1303, o0 6/15/79 2 11:55am - and assigned re-
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i?"yours,
S
é‘v At

H. G. Homm¢/Jr.
.Secretary

cordation Iiurrllbe,r(s‘). '1050‘4 & 10505

- Enclosure(s)

AT PO
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(3/79)
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INTERSTATE COMMERCE COMMISSION

_EQUIPMENT LEASE '

I

Dated as of June 15, 1979
Between
MERCANTILE TRUST COMPANY NATIONAL ASSOCIATION
as Trustee under B.A. Rail Trust No. 1
LESSOR

And

FARMLAND INDUSTRIES, INC.

LESSEE

(B.A. Rail Trust No. 1)
(Covered Hopper Cars)
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE dated as of June 15, 1979 between
MERCANTILE TRUST COMPANY NATIONAL ASSOCIATION, a national banking
associatlion, not individually but solely as trustee (the "Lessor")

.under a Trust Agreement dated as of June 15, 1979 (the "Trust

Agreement") with Bamerilease Inc., a California corporation
(the "Trustor"), and FARMLAND INDUSTRIES, INC., a Kansas corpora-
tion (the "Lessee");

RECITALS:
A. Pursuant to an Agreement and Assignment dated as
of June 15, 1979, the Lessee has assigned to the Lessor its right
to purchase the Equlpment referred to below.

B. The Lessee and the Lessor have entered into a Partici-
pation Agreement dated as of June 15, 1979 (the "Participation
Agreement") with the Trustor, The First National Bank of Kansas
City, as security trustee (the "Security Trustee") and the institu-
tions named in Schedule 1 thereto (the "Lenders") providing
commitments of the Trustor and the Lenders which will permit
the Lessor to obtain the funds necessary to purchase the equipment
(collectively the "Equipment" and individually an "Item of Equipment")
described in Schedule A hereto and made a part hereof. The Trustor
has committed to advance to the Lessor an amount equal to 41.57% of
the Lessor's Cost of each Item of Equipment and the Lenders have
committed to make loans to the Lessor in an amount equal to 58.43%
of Lessor's Cost of each Item of Equlpment. The loans of the
Lenders will be evidenced by the Secured Notes (the "Notes") of
the Lessor. The Participation Agreement provides that the Notes
will be secured by an assignment of the Lessor's right, title and
interest in and to this Lease and in and to the Equipment pursuant
to a Security Agreement-Trust Deed dated as of June 15, 1979 (the
"Security Agreement") from the Lessor to the Security Trustee. Unless
otherwise herein defined, capitalized terms used herein shall have
the meanings specified in the Participation Agreement.

SECTION 1. LEASE AND DELIVERY OF EQUIPMENT.

. 1.1. Intent to Lease and Hire. Upon delivery of each
Item of Equipment by Itel Corporation ("Itel") to the Lessor,
the Lessee shall lease and let and the Lessor shall hire to
the Lessee such Item of Equipment for the rental and on and
subject to the terms and condltions herein set forth.

1.2. Inspection and Acceptance. The Lessor will cause
each Item of Equipment to be tendered to the Lessee at the place
of delivery set forth in Schedule A or at such other place or places
as shall be designated by the Lessee to Itel. Upon such tender,
the Lessee will cause an inspector designated and authorlzed by
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the Lessee to inspect the same, and, if such Item of Equipment
is found to be 1n good order, to accept delivery of such Item
of Equlpment for its own account under the Lease and for the
account of the Lessor under the Asslignment. Thereupon the
Lessee will execute and deliver to the Lessor and Itel a Certificate
of Acceptance (the "Certificate of Acceptance") in the form
attached hereto as Schedule B with respect to such Item of
Equipment; provided, however, that the Lessee shall not accept
and the Lessor shall have no obligation to lease any Item of
Equipment delivered after the Outside Acceptance Date set forth
in Schedule A. ’

1.3. Certificate of Acceptance. The Lessee's execution
and delivery of a Certificate of Acceptance with respect to each
Item of Equipment pursuant to Section 1.2 hereof shall conclusively
establish that, as between the Lessor and the Lessee, but without
limiting or otherwise affecting the Lessee's or the Lessor's
rights, if any, against Itel and the Manufacturer thereof, (i) such
Item of Equipment 1is acceptable to and accepted by the Lessee under
this Lease, notwithstanding any defect with respect to design, manu-
facture, condition or in any other respect, and that (ii) such Item
of Equipment 1s in good order and condition and without defect or
inherent vice in title, condition, design, operation or fitness for
use, whether or not discoverable by the Lessee as of the date thereof,
and free of all liens, encumbrances and claims of others except the
lien of the Security Agreement, conforms to the specifications
applicable thereto and to all appllicable United States Department
of Transportation and Interstate Commerce Commission requirements
and specifications, if any, and to all standards recommended by
the Assoclation of American Rallroads applicable to new railroad
equlipment of the character of the Equipment as of the date of
this Lease. By execution and delivery of such Certificate of
Acceptance, the Lessee represents that it has no knowledge of any
such defect, other than damages specified in the Certificate of
Acceptance delivered to Itel, which damage Lessee shall repair
(without waiving any rights against Itel) as soon as practicable.
The execution and delivery by the Lessee of its Certifilcate of
Acceptance 1in respect of any Item of Equipment pursuant to this
Section shall constitute a representation by the Lessee (1) that Itel
has executed and dellvered to the Manufacturer an Inspectlon Report
and Certificate of Acceptance covering such Item of Equipment
pursuant to the Purchase Contract dated as of December 19, 1978
between the Manufacturer and Itel, as amended by the First Amending
Agreement dated as of May 14, 1979, and (ii) that Itel has received
a Bill of Sale with respect to such Item of Equipment from the
Manufacturer.

SECTION 2. RENTALS AND PAYMENT DATES.

2.1. Rent for Equipment. The Lessee agrees to pay the
Lessor the following rent for the Equipment:

(a) Interim Rental. The following amounts (collective-
ly, the "Interim Rental'): :

-2a



(1) an amount equal to accrued interest on the
principal amount of the Notes being prepaid on the
Cut-Off Date pursuant to Section 2.2(g) of the
Participation Agreement for the period from
the applicable Deposit Date to but not includ-
ing the Cut-Off Date; and

(11) an amount equal to accrued interest on
the principal amount of the Notes not prepaid on
the Cut-Off Date pursuant to Section 2.2(g) of the
Participation Agreement from the applicable Deposit
Date to but not including the applicable
Disbursement Date; and

(11i) an amount for each Item of Equipment
per day equal to .02474% of the Lessor's Cost of
such Item for the period from and 1lncluding the
Disbursement Date in respect of such Item to
but not including December 27, 1979 (the "Term
Lease Commencement Date").

For purposes of this Section 2.1(a), the principal amount of
the loans deposited in the Escrow Fund on the First Deposit
Date shall be deemed to have been applied to all disbursements
until such principal amount has been fully disbursed.

(b) Pixed Rental. Subject to Section 2.5, for each
Item of Equipment, 60 quarterly installments of fixed rental
(the "Fixed Rental"), payable in arrears, each in an amount
equal to 2.2263% of Lessor's Cost thereof.

(¢) Supplemental Rental. The Lessee agrees to pay all
amounts payable to the Trustee and the Security Trustee for
fees and expenses (including reasonable attorneys' fees) in-
curred in the administration of the Trust Estate and the
Security Agreement which are not included in Transaction
Costs and all other amounts (other than Interim Rental and
Fixed Rental) payable by the Lessee to the Lessor or others
under the terms of this Lease or the other Operative Agreements
(all such amounts being hereinafter collectively referred
to as "Supplemental Rental"). All Supplemental Rental
shall be pald by the Lessee to the Lessor, or to whomsoever
shall be entitled thereto promptly as the same shall
become due and owilng.

2.2. Rent Payment Dates. The installment of Interim
Rental referred to in Section 2.1(a)(i) shall be due and payable on
the Cut-0Off Date. The installment of Interim Rental referred
to in Section 2.1(a)(ii) and (iii) shall be due and payable on
the Term Lease Commencement Date. The first installment of Fixed
Rental for each Item of Equipment shall be due and payable three
months following the Term Lease Commencement Date and the balance
of said installments shall be payable at three month intervals
thereafter with the final such installment payable 15 years following
the Term Lease Commencement Date. If any of the rent payment

-3~



dates 1is not a business day, the rent payment otherwise payable
on such date shall be payable on the next succeeding business
day. For purposes of this Lease, the term "business day" means
calendar days, excluding Saturdays, Sundays and holldays on
which banks in the State of Missouri are authorlzed or required
to close.

2.3. Place and Manner of Rent Payment. The payments
to be made by the Lessee under this Lease shall be made as
follows:

(a) Each installment of Interim Rental shall be
pald to the Lessor by wire transfer to the principal
office of the Lessor at the address thereof provided for
payments in Section 20.2 hereof; provided that in the
event either the Lessor or the Security Trustee shall
notify the Lessee in writing that the right to receilve
payment of such installment shall have been assigned in
accordance with Section 16 hereof, the Lessee shall make
such payment by wire transfer to the place designated in
such notice or as otherwise designated from time to time
in writing by such asslgnee;

(b) The portion of any installment of Fixed Rental
resulting from an increase in the amount thereof, if any,
which the Lessee shall pay to the Lessor pursuant to
any rental adjustment pursuant to Section 2.5 shall
be paid in full to the Lessor by wire transfer to the
principal office of the Lessor at the address provided
for payments in Section 20.2 hereof;

(c) Each installment of Fixed Rental shall be
paid to the Lessor by wire transfer to the principal
office of the Lessor at the address thereof provided
for payments in Section 20.2 hereof; provided that
iIn the event either the Lessor or the Securlty Trustee
shall notify the Lessee in writing that the right to
receive payment of such installment shall have been
assigned in accordance with Section 16 hereof, the Lessee
shall make such payment by wire transfer to the place
designated in such notice or as otherwise deslgnated
from time to time in writing by such assignee; and
provided further that in the event such notice shall
direct the Lessee to divide such installment into not
more than two portions, in addition to the portion
referred to in Section 2.3(b) hereof, and to pay each
portion by wire transfer separately to not more than two
parties, the Lessee agrees to do so;

(d) The entire amount of any payment of Casualty
Value or Obsolescence Termination Value pursuant to Section
11 hereof shall be pald to the Lessor by wire transfer
of immedlately available funds (identifying the same as
a payment of Casualty Value or Obsolescence Termination
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Value relating to B.A. Rail Trust No. 1) and transmitted

to the Lessor in the manner provided for payments in
Section 20.2 hereof; provided that in the event either

the Lessor or the Security Trustee shall notify the Lessee
in writing that the right to receive payment of such
Casualty Value or Obsolescence Termination Value shall have
been assigned in accordance with Section 16 hereof, the
Lessee shall make such payment by wire transfer 1n the
manner designated in such notice or as otherwise designated
from time to time in writing by such assignee;

(e) The amount of any payment owing to the Lessor
or the Trustor pursuant to Sections 6, 10.2, 11.1 (with
respect to public liability insurance) and 20.3 hereof
or the Tax Indemnification Agreement shall be made directly
to the party to recelve the same without regard to
the assignment of this Lease pursuant to Section 16
hereof;

(f) The amount of any interest due in respect of
the late payment of any rentals or other amounts pursuant
to Sectlon 19 hereof shall be paid to the party and in
the manner herelin provided to recelve sald rental or
other amount; and

(g) All payments other than those above specified
shall be made by the Lessee directly to the party to
receive the same unless any such payment has previously
been made by the Lessor or its assignee, in which case
the Lessee shall reimburse the Lessor or its assignee,
as the case may be, directly for such payment.

The Lessee agrees that it will make payments due hereunder by
wire transfer where specified above at the openling of business
of the office of the transferring bank on the due date of such
payment in Federal or otherwise immediately available funds

to the party to whom such payment is to be made, and where

not so specified, such payment shall be made by check of the
Lessee drawn on a bank located in the continental United States
and mailed to the party to recelve the same at the address
herein provided or at such other address as the Lessee shall
have been previously advised in writing.

2.4, Net Lease. This Lease 1s a net lease and all
_payments to be made by the Lessee hereunder will be free of

expense to the Lessor, in both 1its individual and fiduciary
capaclty, the Trustor and any assignee of the Lessor pursuant

to Section 16 hereof (including, without limitation, the Security
Trustee and the Lenders) and thelr respective successors and
assigns for collection or other similar charges. The Lessee's
obligation to pay all Interim Rental and Fixed Rental and other
amounts payable hereunder shall be absolute and unconditional

under any and all circumstances and, without limiting the generallty
of the foregoing, the Lessee shall not be entitled to any abatement




been adjusted to provide the Trustor the same net after-tax return
~on and rate of recovery of 1lnvestment and annual cash flows as
contemplated by this Lease. Amendments to Casualty Value and
Obsolescence Termination Value shall be computed by the Trustor

on the same basis as was employed by the Trustor in arriving

at the percentages set forth in Schedule C and Schedule D hereto.

Neither the fallure of the Lessor to deliver a Certificate
of Supplement Cost pursuant to this Section nor the failure of the
Lessee and the Lessor to execute and deliver a Lease Supplement
shall relieve the Lessee of the obligation to pay rent in accordance
with Section 2.1 hereof.

2.7. Rent Constitutes Senlor Indebtedness. All amounts
at any time or from time to time due and payable by the Lessee here-
under for Interim Rental, Fixed Rental and Supplemental Rental and
all amounts due and payable by the Lessee as liquidated damages
under Section 14.2 hereof shall constitute "Senior Indebtedness"
of the Lessee under Section 4.05 of the Indenture dated July 29,
1974, from the Lessee to Commerce Bank of Kansas City, National
Assocliation, as Trustee, as now or hereafter amended or supplemented,
and all such amounts shall be superior in right of payment to all
Capital Investment Certificates or other evidences of indebtedness
of the Lessee heretofore or hereafter issued and outstanding under
sald Indenture, as heretofore or hereafter amended or supplemented.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment
shall begin on the date of the delivery to and acceptance by
the Lessee of such Item of Equipment and, subject to the
provisions of Sections 11, 14 and 18 hereof, shall terminate
15 years following the Term Lease Commencement Date provided
for in Section 2.1(a) hereof (the "Primary Term").

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4.1. Retention of Title. The Lessor, as between the
Lessor and the Lessee, shall and hereby does retain full legal
title to the Equlpment notwithstanding the delivery thereof to
and possession and use thereof by the Lessee.

4.2. Duty to Number and Mark Equipment. The Lessee
will cause- each Item of Equlpment to be kept numbered with its
road number as set forth in Schedule A hereto and will keep and
maintain, plainly, distinctly, permanently and consplcuously
marked by a plate or stencil printed in contrasting color upon
each side of each Item of Equipment in letters not less than
one inch in height as follows:
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"Leased from a Bank or Trust Company,
as Owner-Trustee and SubJect to a
Security Interest Recorded with the I.C.C."

with appropriate changes thereof and additions thereto as from
time to time may be required by law in order to protect the title
of the Lessor to such Item of Equipment, 1ts rights under this
Lease and the rights of any assignee under Section 16 hereof.

The Lessee will not place any such Item of Equipment in operation
or exerclise any control or dominion over the same until the
required legend shall have been so marked on both sides thereof
and will replace promptly any such names and word or words which
may be removed, defaced or destroyed. The Lessee will not change
the road number of any Item of Equipment except with the consent
of the Lessor and in accordance with a statement of new road
numbers to be substituted therefor, whlich consent and statement
previously shall have been delivered to the Lessor by the Lessee
and filed, recorded or deposited in all public offices where this
Lease shall have been filed, recorded or deposited.

4.3. Prohibition Against Certain Designations. Except
as above provided, the Lessee will not allow the name of any
person, assoclation or corporation to be placed on the Equipment
as a designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may cause the Equipment to be
lettered with the names or initials or other insignia customarily
used by the Lessee or its affiliates on railroad equipment used
by it of the same or a similar type for convenlence of identification
of the right of the Lessee to use the Equipment under this Lease.

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSOR LEASES THE EQUIPMENT, AS-IS, IN WHATEVER
CONDITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY EITHER THE
LESSOR OR THE TRUSTOR, EACH EXPRESSLY DISCLAIMING ANY WARRANTY
OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO (A) THE
FITNESS FOR ANY PARTICULAR PURPOSE OR MERCHANTABILITY OF ANY
ITEM OR ITEMS OF EQUIPMENT, (B) THE LESSOR'S TITLE THERETO,
(C) THE LESSEE'S RIGHT TO THE QUIET ENJOYMENT THEREOF, (D)
THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE MATERIAL,
EQUIPMENT OR WORKMANSHIP IN, THE EQUIPMENT, OR (E) ANY OTHER
MATTER WHATSOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS
BETWEEN THE LESSOR AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE.
The Lessor hereby appoints and constitutes the Lessee its agent
and attorney-in-fact during the term of this Lease to assert and
enforce, from time to time, in the name and for the account of
the Lessor and the Lessee, as their interests may appear, but
in all cases at the sole cost and expense of the Lessee, whatever
claims and rights the Lessor may have as owner of the Equipment
against Itel or the Manufacturer, provided, however, that if at
any time an Event of Default shall have occurred and be contlnuing,
the Lessor may assert and enforce, at the Lessee's sole cost
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and expense, such claims and rights. The Lessor shall have no
responsibility or liability to the Lessee or any other person

with respect to any of the following: (1) any liability, loss

or damage caused or alleged to be caused directly or indirectly

by any Item of Equipment or by any inadequacy thereof or deficiency
or defect therein or by any other circumstances in connection
therewith; (ii) the use, operation or performance of any Item

of Equipment or any risks relating thereto; (iiil) any interruption
of service, loss of business or anticipated profits or consequential
damages; or (iv) the delivery, operation, servicing, maintenance,
repair, improvement or replacement of any Item of Equipment. The
Lessee's delivery of a Certificate of Acceptance shall be
conclusive evidence as between the Lessee and the Lessor that

all Items of Equipment described therein are in all the foregoing
respects satisfactory to the Lessee, and the Lessee will not assert
any claim of any nature whatsoever against the Lessor based on

any of the foregoing matters.

SECTION 6. LESSEE'S INDEMNITY.

6.1. Scope of Indemnity. The Lessee shall defend, save
harmless and indemnify on an after-tax basis the Lessor, in both
its individual and fiduciary capacities, the Trustor and any assignee
of the Lessor pursuant to Section 16 hereof (including, without
limitation, the Security Trustee and the Lenders) and thelr respective
successors and assigns (each such party being hereinafter sometimes
referred to individully as "Indemnitee" and collectively as "Indem-
nitees") from and against: any claim, cause of action, damages,
liability, cost or expense (including, without limitation, counsel
fees and costs in connection therewith) which may be incurred in
any manner by or for the account of any of them (a) relating to any
Item of Equipment or any part thereof, including, without limitation,
the construction, purchase, delivery, acceptance, rejection, owner-
ship, sale, leasing, return or storage of any Item of Equipment
or as a result of the use, maintenance, repair, replacement, operation
or the condition thereof (whether defects are latent or discoverable
by the Lessee or any Indemnitee), (b) by reason or as the result
of any act or omission (whether negligent or otherwise) of the
Lessee for 1tself or as agent or attorney-in-fact for the Lessor
hereunder, (c) as a result of claims for patent, trademark or copyright
infringement with respect to any Item of Equipment or any addition or
improvement thereto, (d) as a result of claims for negligence or strict
liability in tort with respect to any Item of Equipment or any
addition, replacement or improvement thereto or the construction,
purchase, delivery, acceptance, rejection, ownership, sale, leasing,
return or storage thereof, or (e) by reason of entering into
or performing the Operative Agreements (other than the Security
Agreement), provided that to the extent the indemnity to the Trustor
described in clause (e) of this sentence is attributable to the
Trustor's obligation to indemnify the Lessor pursuant to Article V
of the Trust Agreement, such indemnity to the Trustor shall apply
only with respect to acts, omissions, occurrences and other events
which are the subject of an indemnity from the Lessee to the Lessor
pursuant to the terms of this Lease, and shall not expand the acts,
ommissions, occurrences, and other events which the Lessee indemnifies
agalnst pursuant to thls Lease.
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The Lessee shall not, however, be required to pay or
discharge any claim, cause of action, damages, liabllity, cost or
expense referred to in this Section 6.1 incurred by any Indemnitee
(1) which arises out of or 1s caused by the willful misconduct,
breach of contract or gross negligence of such Indemnitee, (ii)
which 1s for any local, state, Federal or forelgn taxes,
assessments or license fees and any charges, fines, interest or
penalties, Federal income taxes or State of California franchise
taxes (except to the extent indemnification is provided under
Section 10.2 or the Tax Indemnification Agreement), or (iil) so
long as the Lessee, in good faith and by appropriate legal
proceedings, 1s contesting the validity or amount thereof
in any reasonable manner which will not affec¢t or endanger the
title and interest of the Lessor or the security lnterest granted
to the Security Trustee under and pursuant to the Security Agree-
ment. Further, nothing under this Section shall be deemed to
create any right of subrogation against the Lessee on the part
of any insurer or to otherwise benefit any person other than
those Indemnitees specifically mentioned in this Section. The
indemnitlies and assumptions of liabilities set forth in this
Section 6.1 do not guarantee to any party at any time a residual
value in the Equipment nor do they guarantee the payment of
the Notes or any interest accrued thereon.

6.2. Continuation of -Indemnities and Assumptions.
The indemnities and assumptions of 1iability in thls Section 6
contained shall continue in full force and effect notwithstanding
the termination of this Lease, or the termination of the term
hereof in respect of any one or more Items of Equlpment, whether
by explration of time, by operatlon of law or otherwise; provided,
however, that such indemnities and assumptlons of liability shall
not apply in respect of any matters referred to in clauses (a), (b),
(d) or (e) of Section 6.1 hereof, occurring after the termination
of this Lease, except for any such matters occurring after the
termination arising 1n connection with the Lessee's assembling,
delivering, storing or transporting of the Equipment as provided
in Sectlon 13 or 15, as the case may be. Upon recelpt by any
Indemnitee of notice of any clalm, cause of action, or liability
hereby indemnified against, such Indemnitee shall promptly notify
the Lessee of such claim, cause of action or liability, and the
Lessee shall be entitled to control, and shall assume full
responsibility for, the defense of such claim, cause of action or
liability. :

SECTION 7. RULES, LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including, without limitation,
the rules of the United States Department of Transportation, the
Interstate Commerce Commission and the current Interchange Rules
or supplements thereto of the Mechanical Division, Association
of Amerlcan Railroads as the same may be in effect from time to
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time) (the "Interchange Rules") with respect to the use and
maintenance of each Item of Equipment subjJect to thls Lease. In
case any equipment or appliance 1s required to be altered, added,
replaced or modifled on any Item of Equipment in order to comply
with such laws, regulations, requirements and rules ("Required
Alteration"), the Lessee agrees to make such Required Alterations
at its own expense and title thereto shall be immediately

vested in the Lessor. The Lessee agrees that, within 30 days after
the close of any calendar quarter in which the Lessee has made any
Required Alterations, the Lessee will give written notice thereof
to the Lessor describing, 1n reasonable detall, the Required Altera-
tions and specifylng the cost thereof with respect to each Item

of Equlpment and the date or dates when made.

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the manner

- for which 1t was designed and intended and so as to subject it

only to ordinary wear and tear. The Lessee shall, at its own

cost and expense, malntain and keep the Equipment in good

operating order, and in the same condition and repair as when

originally delivered to the Lessee, ordinary wear and tear excepted,

suitable for use in interchange in accordance with the Interchange

Rules. Any parts installed or replacements made by the Lessee upon

any Item of Equipment pursuant to its obligation to maintain and

keep the Equipment in good order, condition and repair under this

Section 8 ("Replacement") shall be considered accessions to such

Item of Equipment and title thereto shall be immediately vested

in the Lessor. The Lessee may, without the prior written consent

of the Lessor, affix or 1install any accessory, equlpment or device

on any Item of Equipment or make any improvement or addition thereto,

other than a Required Alteration or Replacement ("Improvement") if

such Improvement is readlly removable without causing materilal

damage to the Item of Equipment or impairing the value, utllity or

condition of such Item of Equipment which such Item of Equipment

would have had if such Improvement had not been so affixed or

installed. Title to such Improvement shall remain with the Lessee

and may be removed at any time by the Lessee prior to Lessor's

exerclse of its option to purchase such Improvement as set forth

in the next sentence. The Lessor shall have the right, at its

option exercisable upon written notice given to the Lessee not

more than 90 days and not less than 30 days prilor to the expiration

or termination of this Lease, to purchase any such Improvement

- affixed or 1installed on the Equipment and owned by the Lessee at

‘the time of Lessor's exercise of such option for a cash price

equal to the fair market value thereof and, if the Lessor does

not exerclse such option, the Lessee shall remove such Improvement
at its own expense without causing material damage to such Item

of Equipment prior to the return of the Item of Equipment to

the Lessor hereunder. Except as requlred or permitted by the

‘provisions of Sections 7 and 8 hereof, the Lessee shall not modify
any Item of Equipment without the prior written authority and approval

. of the Lessor and any assignee pursuant to Section 16 hereof which
- shall not be unreasonably withheld.
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SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and discharge any and
all claims agalnst, through or under the Lessee and its successors
or assigns which, 1f unpaid, might constitute or become a lien or
a charge upon any Item of Equipment, and any llens or charges which
may be levied against or imposed upon any Item of Equipment as a
result of the fallure of the Lessee to perform or observe any of
its covenants or agreements under this Lease and any other liens
or charges which arise by virtue of claims agalnst, through or
under any other person but the Lessee shall not be required to pay
or discharge (i) any such claims so long as it shall, in good
faith and by appropriate legal proceedings contest the validity
or amount thereof 1in any reasonable manner which will not affect
or endanger the title and interest of the Lessor or the security
interest or other rights of any assignee under Section 16 hereof
in and to the Equipment, or (ii) any liens arising from claims
against the Lessor or the Trustor for United States Federal income
taxes and State of California franchise taxes, or (iii) any
other liens, charges or encumbrances which the Lessor or the
Trustor is obligated to discharge pursuant to Section 8 of
the Particlpation Agreement, provided that the Lessee, without
walving any rights 1t may have agalnst the Lessor or the Trustor,
shall stay or dlscharge any such lien, charge or encumbrance
during any period that the Lessor or the Trustor, as the case
may be, shall deny responsibility therefor under the Operative
Agreements, or (iv) the security interest granted to the Security
Trustee under and pursuant to the Security Agreement. The indemnities
and assumptions of llabllity set forth 1n this Section 9 do not
guarantee to any party at any time a residual value in the Equipment,
nor do they guarantee the payment of the Notes or any interest
accrued thereon. The Lessee's obligations under this Section
9 shall survive the termination of this Lease with respect to
matters arising prior to such termination.

SECTION 10. FILING; PAYMENT OF FOREIGN, STATE AND LOCAL TAXES.

10.1. Filing. Prior to the delivery and acceptance
of the first Item of Equipment hereunder, the Lessee will cause
this Lease and the Security Agreement to be duly filed, registered
or recorded with the Interstate Commerce Commlission in accordance
with Section 1103 of the Interstate Commerce Act and in such
other places within or without the United States as the Lessor
or the Security Trustee may reasonably request and will furnish
the Lessor and the Security Trustee proof thereof. The Lessee
will, from time to time, do and perform any other act and will
execute, acknowledge, deliver, file, register and record (and
will refile, rereglister or rerecord whenever required) any and
all further instruments required by law or reasonably requested
by the Lessor or the Security Trustee, for the purpose of protecting
the Lessor's title to, or the Security Trustee's security interest
in, any Item of Equipment to the satisfaction of the Lessor's or the
Security Trustee's counsel or for the purpose of carryling out the
intention of this Lease, and in connection with any such action,
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will deliver to the Lessor and the Security Trustee proof of such
filings and an opinion of the Lessee's counsel reasonably satis-
factory to the Lessor and the Security Trustee that such action has
been properly taken. Upon request of the Lessee, the Lessor will
from time to time execute and deliver to the Lessee such supplement
hereto as shall be necessary to properly describe the Equipment
subject to this Lease. The Lessee will pay all costs, charges and
expenses incident to any such filing, refiling, recording and
rerecording or depositing and redepositing of any such instruments
or incident to the taking of such actilon.

10.2. Payment of State and Local Taxes. All payments
to be made by the Lessee under this Lease to the Indemnitees
will be free of expense to the Indemnitees with respect to any
Impositions as hereinafter defined. The Lessee agrees to pay,
on demand, any and all Impositions and shall save harmless and
indemnify on an after-tax basis the Indemnitees from and against
such Impositions. As used in this Section 10.2 "Impositions"
shall mean the amount of any local, state, Federal or foreign
taxes, assessments or license fees and any charges, fines, interest
or penalties in connection therewith which are imposed on or
measured by this Lease or the receipt of sums pursuant hereto or
any sale, rental, ownership, use, payment, shipment, delivery
or transfer of title 1in respect of the Equipment under the terms
hereof; provided that Impositlons shall not include as to each
respective Indemnitee: (i) United States Federal tax on net
income and items of tax preference and any foreign income tax
(but only to the extent such Indemnitee receives a benefit in
the form of a credit against United States Federal income tax
for the year the foreign tax 1s paid or incurred); (ii) the
aggregate of all franchise taxes measured by net income based on
such receipts, up to the amount in the aggregate of any such
income and franchise taxes which would be payable to the
state and city in which such Indemnitee has its principal place
of business, except any such tax which 1s in substitution for or
relieves the Lessee from the payment of taxes which it would
otherwise be obligated to pay or reimburse as hereln provided;
(iii) any sales or use taxes imposed upon the voluntary transfer
or disposition of all or any part of the Equipment, or all or
any part of the Beneficial Interest, it being understood that
any such transfer or disposition provided for in the Operative
Agreements (other than a transfer required by Section 18 hereof)
or any transfer or disposition which occurs after an Event of
Default or event which, with the passage of time or giving of
notice or both, could become an Event of Default, has occurred
and is continuing, shall be deemed not to be a voluntary tansfer
or disposition; (iv) any local, state, Federal or foreign taxes,
assessments or license fees, and any charges, fines, interest or
penalties in connectlon therewith which are imposed solely as a
result of the wilful misconduct or gross negligence of such
Indemnitee or an unwillingness of such Indemnitee to take reasonable
action or to furnish reasonable cooperation which would prevent
the Lessee from fulfilling its obligations under this Section;
and (v) any local, state, Federal or foreign taxes, assessments
or license fees imposed on or measured by the compensation recelved
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by the Lessor for its services as Trustee under the Trust Agreement.
The Lessee will also pay promptly all Impositions which may be
imposed upon any Item of Equipment or for the use or operation
thereof or upon the earnings arising therefrom or upon any Indemnitee
solely by reason of 1its interest with respect thereto and will

keep at all times all and every part of such Item of Equlpment

free and clear of all Impositions which might in any way affect

the 1lnterest of any Indemnitee therein or result in a lilien upon

any such Item of Equipment; provided, however, that the Lessee

shall be under no obligation to pay any Impositions so long as

it is contesting in good faith and by appropriate legal proceedings
such Impositions and the nonpayment thereof does not, in the reason-
able opinion of the Indemnitee, adversely affect the interest of
any Indemnitee hereunder or under the Security Agreement. If

any Impositions shall have been charged or levied against any
Indemnitee directly and paid by such Indemnitee after such
Indemnitee shall have given written notice thereof to the

Lessee and the same shall have remained unpaid for a period of

ten business days thereafter, the Lessee shall reimburse such
Indemnitee on presentation of invoice therefor. Prior to making
such payment, such Indemnitee shall promptly notify the Lessee of
the Impositions charged or levlied, and the Lessee shall have the
opportunity to contest in good faith and by appropriate legal
proceedings such Impositions, at its sole expense.

In the event any reports with respect to Impositions
are required to be made on the basls of individual Items of
Equipment, the Lessee will either prepare and file such reports
in such manner as to show as requlred the Ilnterests of each
Indemnitee in such Items of Equipment or, if it shall not be
permitted to file the same, 1t will notify each Indemnitee
of such reporting requirements, prepare such reports in such
manner as shall be satisfactory to each Indemnitee and deliver
the same to each Indemnitee within a reasonable period prior
to the date the same 1is to be filed.

In the event that, during the continuance of this

Lease, any Imposition accrues or becomes payable or is levied

or assessed (or 1is attributable to the period of time during
which this Lease 1s in existence) which the Lessee is or will be
obligated to pay or reimburse, pursuant to this Section 10.2,
such liability shall continue, notwithstanding the expiration

of this Lease, until all such Impositions are paid or reimbursed
by the Lessee.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

1l.1. Insurance. The Lessee will at all times after
delivery and acceptance of each Item of Equipment, at its own
expense, keep or cause to be kept each such Item 1lnsured,
by a reputable insurance company or companies agalnst loss by
such risks as are customarily insured against by persons owning
property of a similar character and engaged in a business .similar
to that engaged in by the Lessee; provided that the Lessee shall
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not be required to provide such coverage to a greater extent than
it from time to time insures property of a simllar character which
it owns or leases. Any insurance policy shall provide that the
Lessor and the Security Trustee and its assigns shall be loss
payees, that losses shall be adjusted with the Lessee and that

the proceeds thereof shall be payable to the Lessor, the Lessee
and the Security Trustee and 1ts assigns as their interests

shall appear. The Lessee further agrees that it willl throughout
the term of this Lease maintain general public 1iability insurance
with respect to the Equipment against damage because of bodily
injury, including death, or damage to property of others, such
insurance to afford protection to the 1limit of not less than
$25,000,000 combined single 1imit in respect of bodily injury,
death and damage to property of others. Any such Insurance
described above may have applicable thereto deductible provisions
of not more than $3,000,000, except that any such coverage may

- have higher deductible provisions applicable thereto which are not

higher than deductible provisions applicable to Iinsurance coverage
maintained by the Lessee for similar such properties which it owns
or leases and not higher than deductible provisions malntained by
similarly situated companies for similar properties. The Lessee
agrees to effect all insurance provided for in this Section 11l.1
with good and responsible companlies which are not reasonably
objected to by the Lessor, the Trustor, the Security Trustee or
thelir respective successors or assigns. All such llability policies
shall provlide that the Lessor, the Trustor, the Lessee and the
Security Trustee shall be assureds. All casualty and liability
policies shall provide that the same shall not be cancelled or
terminated without at least 30 days' prior written notice to

each assured and loss payee named therein, and shall provide for
at least 30 days' prior written notice to each assured and loss
payee named therein of the date on which such policies shall
terminate by lapse of time. No such policy shall contain a
provision (i) under which the Lessee is a co-insurer (unless,

in the case of casualty insurance, the policies which the lessee
malntalins with respect to similar propertles which it owns or
leases have a corresponding co-insurance provision), or (ii)
relieving the insurer thereunder of liability for any loss by
reason of exlistence of other policles of insurance covering the
Equipment against the peril 1involved, whether collectible or not,
or by reason of the breach or violation by the Lessee of any
warranties, declarations or conditions contained in such policies.
Any such insurance may be carried under blanket policies maintained
by the Lessee so long as such policies otherwise comply with ,
the provisions of this Section 11.1. If general public liability
insurance shall be carried under any blanket policy which is
subject to aggregate annual claim limitations, the Lessee shall
keep the assureds advised from time to time of the amount of

any such limitations.

The loss, if any, under any casualty insurance covering
the Equipment requlired to be carried by this Section 11.1 shall
be adjusted with the insurance companies by the Lessee, or otherwise
collected, including the filing of proceedings deemed advisable
by the Lessee, subject to the approval of the Lessor and the
Security Trustee and assigns if the loss exceeds $500,000.
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Not later than the Flrst Deposlt Date referred to in
the Participation Agreement and annually thereafter the Lessee
agrees to provide to the Lessor, the Trustor and the Security
Trustee proof of malntenance of the 1lnsurance required by this
Section 11.1. The Lessee shall also provide such parties,
or thelr respective successors or assigns, further evidence of
such insurance not less than 30 days prior to cancellation of
previously evidenced insurance.

11.2. Duty of Lessee to Notify Lessor. In the event
that any Item of Equipment shall be or become lost, stolen,
destroyed, or, in the opinlon of the Lessee, irreparably damaged
during the term of thls Lease or thereafter while such Item of
Equipment 1s in the possession of the Lessee pursuant to Section
13 or 15 hereof, or shall be requisitioned or taken over by any
governmental authority under the power of eminent domain or
otherwise during the term of thls Lease for a stated period which
equals or exceeds the then remaining term of this Lease (any such
occurrence belng hereinafter called a "Casualty Occurrence"),
the Lessee shall promptly and fully (after it has knowledge of
such Casualty Occurrence) inform the Lessor, the Trustor and any
assignee of the Lessor pursuant to Section 16 hereof (including,
without limitation, the Security Trustee and the Lenders) in regard
thereto and shall pay the Casualty Value (as defined in Exhibit
C hereof) of such Item determined in accordance with the terms of
Section 11.3 hereof.

11.3. Sum Payable for Casualty Loss. The Lessee, on
the next succeeding rent payment date following 1ts notice of a
Casualty Occurrence with respect to any Item or Items of Equipment,
shall pay to the Lessor the Interlim or Flxed Rental installment
due- on such payment date for such Item of Equipment plus any
rentals or other sums due on or prior to such date then remaining
unpaid plus an amount equal to (y) the sum of (1) the Casualty
Value in respect to such Item set forth in the Schedule of Casualty
Value attached hereto as Exhiblt C determined as of the rent
payment date next succeeding the date of the Casualty Occurrence
and (i1) interest on such Casualty Value at the rate of 11% per
annum from the rent payment date as of which such Casualty Value
was determined to the date of payment of such Casualty Value,
less (z) the sum of (i) all payments of Fixed Rental with respect
to such Item due and paid after the rent payment date as of which
such Casualty Value was determined and (ii) interest on each such
payment of rent at the rate of 11% per annum from the date paid
to the date of payment of such Casualty Value.

11.4. Rent Termination. Upon (and not until) payment
of all sums required to be pald pursuant to Section 11.3 hereof
in respect of any Item or Items of Equipment which have suffered
a Casualty Occurance the obligation to pay rent for such Item or
Items of Equipment accruing subsequent to the Casualty Value payment
date shall termlnate, but the Lessee shall continue to pay rent
for all other Items of Equipment. : :
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11.5. Disposition of Equipment. The Lessee shall, as
agent for the Lessor, dispose of such Item or Items of Equipment
having suffered a Casualty Occurrence as soon as it is able to do
so for the fair market value thereof. Any such disposition shall
be on an "as-1s", "where-is" basis without representation or
warranty, express or implied. As to each separate Item of
Equipment which suffers a Casualty Occurrence, so long as no
Event of Default, or any event which with the lapse of time
or the giving of notice, or both, would constitute such an
Event of Default shall have occurred and be continuing, the
Lessee may retain all amounts arising from any such disposition
plus any insurance proceeds and damages recelved by the Lessee
by reason of such Casualty Occurrence up to (in the aggregate)
the Casualty Value attributable thereto and shall remit the excess,
if any, to the Lessor. In disposing of such Item of Equipment,
the Lessee shall take such action as the Lessor shall reasonably
request to terminate any contingent liability which the Lessor might
have arising after such disposition from or connected with such
. Item of Equipment.

11.6. Risk of Loss. The Lessee shall bear the risk
of loss and, except as hereinabove in this Section 11 provided,
shall not be released from its obligations hereunder in the event
of any Casualty Occurrence to any Item of Egquipment from and after
the date hereof and continuing until payment of the Casualty
Value and all rental installments and other sums due on and prior
to the date of payment of such Casualty Value in respect of such
Item of Equipment has been made, such Item or the salvage thereof
has been disposed of by the Lessee and the title to such Item or
the salvage thereof and all risk of loss and liabilities incident
to ownershlp have been transferred to the purchaser of such Item
or the salvage thereof.

11.7. Eminent Domain. In the event that during the
term of thls Lease the use of any Item of Equipment 1s requlsi-
tioned or taken by any governmental authority under the power of
eminent domaln or otherwise for an indefinite period or for a
stated perliod which does not equal or exceed the term of thils
Lease, the Lessee's obligation to pay all installments of rental
and other sums shall continue for the duration of such requisi-
tioning or taking. So long as no Event of Default, or event
which with the lapse of time or giving of notice, or both, shall
have occurred and be continuing, the Lessee shall be entitled
to recelive and retain for its own account all sums payable for
any such period by such governmental authorlty as compensation
for requisition or taking of possession.

11.8. Recovery of and Prosecution of Claims. If no

Event of Default or event which, with the passage of time or giving
of notice, or both, could become an Event of Default has occurred
and is continuing, the Lessor hereby authorlzes and empowers the
Lessee as agent for the Lessor to negotlate, accept, reject, file
and prosecute any claims, 1including what otherwise would be the
Lessor's claim, for any award or compensation (including casualty
insurance proceeds) on account of any loss, damage, destruction,
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confiscation, requisition or taking of any Item of Equipment and

to collect and retain the proceeds thereof to the extent permitted
by this Section 11. So long as no Event of Default or event which
with the passage of time or giving of notice, or both, could become
an Event of Default has occurred and is continuing, the Lessee
shall be entitled to receive and retain all proceeds of any loss

or damage (including casualty insurance proceeds) which is not a

- Casualty Occurrence.

11.9. Obsolescence Termination. (a) Unless an Event
of Default or other event which, with notice, demand and/or lapse
of time, would constitute an Event of Default shall have occurred
and be continuing hereunder, the Lessee shall be entitled, at 1its
option, upon at least 90 days' prior written notice to the Lessor,
the Trustor, the Security Trustee and the Lenders or their suc-
cessors or assligns, to terminate this Lease with respect to all
(but not less than all) the Equipment then subject hereto if the
Lessee shall have made a good faith determination that the Equip-
ment has become obsolete or otherwlse uneconomical for use in the
Lessee's operations, which notice shall be signed by the Chairman
of the Board of Directors or the President or the Financial Vice
President and shall state that the Equipment has become obsolete
or otherwise uneconomical for use in the Lessee's operatlions;
provided, however, that such termination shall become effective
only on a specified Fixed Rental payment date (hereinafter called
the Obsolescence Termination Date) and, in no event, prior to
the twenty-eighth rent payment date; and provided further, that
such termination shall not take effect unless the Lessee shall
have fully complied with the provisions of this Section 11.9.

(b) During the period from the giving of such notice.
until such Obsolescence Termlinatlon Date the Lessor, and the Lessee
on behalf of the Lessor, shall use reasonable efforts to obtain
bids for the cash sale of the Equipment. The Lessor and the
Lessee shall certify to each other in writing the amount and the
terms of each bid received by them and addresses of the parties
submitting such bids. On such Obsolescence Termination Date the
Lessor shall without recourse, representation or warranty, sell
the Equipment to the highest bidder (not the Lessee or a person
or entity affiliated with the Lessee) who shall have submitted such
bid prior to such date. Upon such sale the Lessee shall pay to
the Lessor, wlthout asserting any set off, counterclaim or other
defense whatsoever, all rent and other sums then due and payable
hereunder, plus an amount equal to (1)(A) the Obsolescence Termination
Value (determined pursuant to Schedule D hereto) plus (B) on an
after-tax basis the actual expenses incurred by the Lessor in making
the sale, including without limitation storage, insurance, advertising,
brokerage and attorney's fees and expenses, transfer and sales taxes
incurred in connection with such sale, less (2) the proceeds of such
sale to the extent that the proceeds of such sale do not exceed
the Obsolescence Termination Value paid by Lessee.

(¢) 1If 60 days prior to the Obsolescence Termination Date

neither the Lessor nor the Lessee shall have received any bid for the
cash sale of the Equipment, the Lessee shall have the right (1) to
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notify the Lessor, not less than 45 days prior to the Obsolescence
Termination Date, that the Lessee willl continue to lease the Equipment
with the same effect as 1f the Lessee had not given notice of
termination with respect thereto or (iil) to pay to the Lessor, on

such Obsolescence Termination Date, the Obsolescence Termination

- Value of the Equipment plus the rental payment due on such Obsoles-
cence Termination Date, and upon such payment the Lessee shall

have no further right with respect to the Equipment.

(d) Notwithstanding the foregolng, if the Obsolescence
Termination Value exceeds the amount of any bid, the Lessee may
at 1ts option upon written notice given to the Lessor not less
than 45 days prior to such Obsolescence Termination Date, elect
to rescind the Lessee's notice of termination, whereupon this
Lease shall not terminate but shall continue in full force and
effect as though no such notice of termination had been glven by
the Lessee.

(e) In the event the Lessee shall, in a timely fashion,
have either exerclised its right to continue to lease the Equipment
pursuant to subsection 11.9(c) hereof, or elected to rescind
the Lessee's notice of termination pursuant to subsection 11.9(d)
hereof, the Lessee shall reimburse the Lessor on an after-tax
basis for all expenses which have been incurred 1in reliance upon
any notice of termination by the Lessee.

(f) If an Event of Default or other event which with
the passage of time or glving of notice, or both, shall have
occurred and 1s continuing, and if, absent such Event of Default
or other event, the Lessee would otherwise be entitled to recelve
and retain for 1ts own account any funds pursuant to the provisions
of thils Section 11, such funds shall be applied first, to the
payment of any unpaid rent, and second, to the compensation of
the Lessor, the Trustor, the holders of the Notes and the Security
Trustee to thelr satisfaction for any and all damages, losses
or expenses suffered or incurred by the Lessor, the Trustor, the
holders of the Notes and the Security Trustee as a direct or
indirect consequence of such Event of Default or other event,
and any balance remaining thereafter which would otherwise be
payable to the Lessee if no such Event of Default or other event
shall have occurred, shall be pald to and retained by the Lessee
for its own account.

SECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furnish. On or before the first
May 1 which occurs more than four months following the date of this
Lease, the Lessee will furnish to the Lessor, the Trustor and
any assignee of the Lessor pursuant to Section 16 hereof (including,
without 1limitation, the Securlty Trustee and the Lenders) an
accurate statement, as of the preceding December 31 (a) showing
the amount, description and numbers of the Items of Equipment
then leased hereunder, the amount, description and numbers of
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all Items of Equipment that may have suffered a Casualty Occurrence
during the 12 months ending on such December 31 (or since the

date of this Lease, 1n the case of the first such statement),

and such other informatlon regarding the conditlon or repair

of the Equipment as the Lessor may reasonably request, and (b)
stating that, in the case of all Equipment repalnted durilng

the period covered by such statement, the markings required by
Section 4.2 hereof shall have been preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor, the
Trustor and any assignee of the Lessor pursuant to Section 16 hereof
(including, without limitation, the Security Trustee and the
Lenders) each shall have the right, at their respective sole
cost and expense, by thelir respective authorized representative,
to inspect the Equipment and the Lessee's records with respect
thereto, at such time as shall be reasonably necessary to confirm
thereto the existence and proper maintenance of the Equipment during
the continuance of this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Upon the expiration of the term of this Lease with
respect to any Item of Equlpment, the Lessee will, at 1ts own
cost and expense, at the request of the Lessor:

(a) Forthwith commence to place such Equipment
(which shall be in the condition required under
Section 8) on such reasonable storage tracks of a
nationally recognized and reputable storer of railroad
equipment within 500 miles from Kansas City, Missouril,
as the Lessor may designate or, in the absence of
such designation, as the Lessee may select, with
advice to the Lessor, provlided that the Lessee shall
not be required to store more than 75 Items at any
one location; and

(b) Arrange for the Lessor to store each Item
of Equipment in such place without charge for
insurance, rent or storage until the earlier of (i)
90 days after such Item has been placed in storage,
or (i1) the date such Item has been sold, leased or
otherwise -disposed of by the Lessor and during such
period of storage the Lessee shall arrange for the
Equipment to be stored in accordance with rallroad
industry standards for like or similar equipment
and shall continue to maintain all insurance required
by Sectlon 1l1.1 hereof.

Each Item of Equipment shall remain subject to all of the terms of
this Lease (other than the provisions with respect to Fixed Rentals)
until such Item is placed on storage tracks pursuant to Section 13(a).
The Lessor shall provide the Lessee with prompt written notice of

the date on which each Item has been sold, leased or otherwilse
disposed of by the Lessor. During the period of storage, the
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Lessor and the Lessee shall share equally the cost of reasonable
insurance against casualties and liabilities. Any Improvements
which the Lessor shall not have purchased pursuant to Section

8 hereof, shall be removed by the Lessee at its expense prior

to the return of such Item. During any such storage period

the Lessee will permit the Lessor or any person designated by it,
including the authorized representative or representatives of any
prospective purchaser of any such Item, to inspect the same; provided,
however, that the Lessee shall not be liable, except in the case

of negligence of the Lessee or of its employees or agents, for

any injury to, or the death of, any person exercising, elther on
behalf of the Lessor or any prospective purchaser, the rights of
inspection granted under this sentence. The assembling, delivery
and storage of the Equipment as hereinbefore provided are of the
essence of this Lease, and upon application to any court of equity
having Jurisdiction in the premlses the Lessor shall be entitled

to a decree against the Lessee requiring speciflc performance of
the covenants of the Lessee to so assemble, deliver, store and
transport the Equipment. All amounts recelved from third parties
in respect of the Equlipment after the date of expiration of this
Lease, shall belong to the Lessor and, if received by the Lessee,
shall be promptly turned over to the Lessor; provided, however, that
amounts for Mileage, as defined in Section 17.4 hereof, shall belong
to the Lessee, and if recelved by the Lessor shall be paid over

to the Lessee. In the event any Item of Equipment is not assembled,
delivered and stored as hereinabove provided within 90 days after
the explration of this Lease, the Lessee shall pay to the Lessor
for each day thereafter, untll such Item 1i1s so delivered and

stored, an amount equal to the Fair Market Rental Value (determined
in the manner provided in Section 18 hereof) for such Item for

each such day less the amount, if any, recelved by the Lessor
(either directly or from the Lessee) for such day for such Item
pursuant to the precedlng sentence.

SECTION 14. DEFAULT.

14.1. Events of Default. Any of the following events
shall constitute an Event of Default hereunder:

(a) Default shall be made in the payment of any
part of the rental, Casualty Value or Obsolescence
Termination Value provided in Section 2 or 11 hereof
and such default shall continue for five days;

(b) The Lessee shall make or permit any
assignment or transfer of this Lease, or of possession
of the Equipment, or any portion thereof not
permitted by thls Lease;

(c¢) Default shall be made in the observance or
performance of any other of the covenants, conditions
and agreements on the part of the Lessee contained
herein or in the Participatlon Agreement and such default
shall continue for 30 days after written notice from
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the Lessor to the Lessee, specifying the default and
demanding the same to be remedied;

(d) Any material representation or warranty made
by the Lessee herein or in the Participation Agreement
or the Assignment or in any statement or certificate
furnished .to the Lessor, the Trustor, the Security
. Trustee or the Lenders pursuant to or in connection
wlth thls Lease, the Participation Agreement or
the Assignment is untrue in any material respect
as of the date of 1ssuance or making thereof;

(e) The Lessee shall become insolvent or bankrupt
or shall admit in writing its 1nabllity to pay its debts
as they mature, or makes an assignment for the benefit
of creditors or applies for or consents to the appoint-
ment of a trustee or receilver for the Lessee or for a
major part of its property;

(f) A trustee or receiver is appointed for the
Lessee or for the major part of its property and 1s not
discharged within 60 days after such appointment; or

(g) Any proceedings shall be commenced by or
against the Lessee for any relief which 1ncludes, or
might result 1n, any modification of the obligations
of the Lessee hereunder, under any bankruptcy or
insolvency law or laws relating to the relief of
debtors, readjustments or indebtedness, reorganizations,
arrangements, compositions or extensions (other than
a law which does not permit any readjustments of the
obligations of the Lessee hereunder), and, unless such
proceedings shall have been dismissed, nullified, stayed
or otherwlse rendered ineffective (but then only so

~long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations
of the Lessee under this Lease shall not have been duly
assumed in writing, pursuant to a court order or decree,
by a trustee or trustees or receiver or recelvers appointed
for the Lessee or for the property of the Lessee in
connection with any such proceeding in such manner that such
obligations shall have the same status as obligations
incurred by such trustee or trustees or recelver or
recelvers, within 30 days after such appointment, 1if
any, or 60 days after such proceedings shall have been
commenced, whichever shall be earlier.

14.2. Remedies. If any Event of Default has occurred
and is continulng, the Lessor or, in the event this Lease shall
‘be assigned to an assignee pursuant to Section 16 hereof, such
assignee, at 1its option, may:

(a) Proceed by appropriate court action or
actions, eilther at law or in equity, to enforce
performance by the Lessee of the applicable covenants
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of this Lease or to recover damages for the breach
thereof, including reasonable attorneys' fees; and/or

(b) By notice in writing to the Lessee, terminate
this Lease, whereupon all right of the Lessee to the
use of the Equipment shall absolutely cease and
terminate as though this Lease had never been made, but
- the Lessee shall remaln 1liable as herelnafter provided;
and thereupon, the Lessor may by 1its agents enter upon
the premises of the Lessee or other premises where dny
of the Equipment may be located and take possession of
all or any of the Items of Equipment and thenceforth
hold, possess and enjoy the same free from any right
of the Lessee, or 1ts successors or assigns, to use
such Items for any purpose whatever, but the Lessor
shall nevertheless have a right to recover from the
Lessee any and all amounts which may have accrued to the
date of such termination (computing the rental for any
number of days less than a full rental period by
multiplying the rental for such full rental period by
a fraction of which the numerator is such number of
days and the denominator i1s the total number of days
in such full rental period) and also to recover
forthwith from the Lessee (1) as damages for loss of the
bargain and not as a penalty, whichever of the following
amounts the Lessor, in its sole discretion, shall specify:
(x) a sum with respect to each Item of Equipment which
represents the excess of the present worth, at the
time of such termination, of all rentals for such Item
which would otherwise have accrued hereunder from the date
of such termination to the end of the term of this Lease
over the then present worth of the then Fair Rental
Value of such Item for such period computed by discount-
ing from the end of such term to the date of such termina-
tlon rentals which are reasonably obtainable for the
use of such Item during such period, such present worth
to be computed in each case on a basis of a 6% per annum
discount, compounded quarterly from the respective dates
upon which rentals would have been payable hereunder
had this Lease not been terminated, or (y) an amount
equal to the excess, if any, of the Casualty Value of
such Item of Equipment as of the rent payment date on
or immediately preceding the date of termination
over the amount of the Falr Market Value thereof
at such time; provided, however, that in the event
the Lessor shall have so0ld any Item of Equipment,
the Lessor, 1n lieu of collecting any amounts payable
to the Lessor by the Lessee pursuant to the preceding
clauses (x) and (y) of this part (i) with respect
thereto may, if it shall so elect, demand that the
Lessee pay the Lessor and the Lessee shall pay to the
Lessor, on the date of such sale, as liquidated damages
for loss of a bargain and not as a penalty, an amount equal
to the excess, 1f any, of the Casualty Value of such
Item of Equipment as of the rent payment date on or
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immediately preceding the date of termination over the
net proceeds of such sale, and (ii) any damages and
expenses, other than for a fallure to pay rental, in
addition thereto, including reasonable attorneys' fees,
which the Lessor shall have sustalned by reason of the
breach of any covenant or covenants of this Lease other
than for the payment of rental.

For purposes of this Section 14.2, the Fair Rental Value and
Fair Market Value for any Item of Equipment shall be determined
in the manner provided for appraisal arrangements specified in
Section 18.1 hereof; provided that any sale in a commercially
reasonable manner of any lItem of Equipment prior to any such
determination shall concluslvely establish the Fair Market Value
of such Item and any rental in a commercially reasonable manner
of any Item of Equipment prior to any such determination shall
conclusively establish the Fair Rental Value of such Item.

14.3. Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive, but
shall be cumulative and shall be in addition to all other remedies
in its favor existing at law or in equlity. The Lessee hereby
waives any mandatory requirements of law, now or hereafter in
effect, which might limilt or modify any of the remedies herein
provided, to the extent that such waliver is permitted by law.

14.4, Lessor's Failure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder upon any
occurrence of any of the contingencies set forth herein shall not
constitute a waiver of any such right upon the continuation or
recurrence of any such contingencies or similar contingencies.

14.5. Notice of Event of Default. The Lessee also
agrees to furnish to the Lessor, the Trustor, the Security
Trustee and the Lenders, promptly upon any responsible
officer becoming aware of any condition which constituted or
constitutes an Event of Default under this Lease or which, after
notice or lapse of time, or both, would constitute such an Event
of Default, written notice specifying such condition and the nature
and status thereof. For the purposes of this Section 14.5 a
"responsible officer"” shall mean, with respect to the subject
matter of any covenant, agreement or obligation of the
Lessee in this Lease contained, any corporate officer of the
Lessee who, in the normal performance of his operational
responsibilities, would have knowledge of such matter and the
requirements of this Lease with respect thereto.

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1. Lessee's Duty to Return. If the Lessor or any
assignee of the Lessor pursuant to Section 16 hereof shall
terminate this Lease pursuant to Section 14 hereof, the Lessee
shall forthwith deliver possession of the Equipment to the
Lessor in the condition required under Section 8 hereof. For
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the purpose of delivering possession of any Item of Equipment
to the Lessor as above requlired, the Lessee shall at 1ts own
cost, expense and risk (except as hereinafter stated):

(a) PForthwith place such Equipment on such
reasonable storage tracks within 500 miles from
Kansas City, Missourl as the Lessor may deslignate

"or, in the absence of such designation, as the Lessee
may select with advice to the Lessor; and

(b) Arrange for the Lessor to store such Equipment
in such reasonable storage place without charge for
insurance, rent or storage until such Equipment has
been sold, leased or otherwise disposed of by the
Lessor and during such period of storage the Lessee
shall continue to maintain all 1nsurance required
by Section 11.1 hereof.

All amounts earned in respect of the Equlpment after
the date of termination of this Lease pursuant to Sectlon 14
hereof, but not exceeding the rental, per diem, or other similar
charge for equipment received therefor, shall belong to the Lessor
or in the event this Leafe has been assigned pursuant to Section
16 hereof, to such assignee, and, if received by the Lessee,
shall be promptly turned over to the Lessor, or in the case of
such assignment, to such assignee. In the event any Item of Equipment
is not assembled, delivered and stored as hereinabove provided
within 30 days after the termination of this Lease, the Lessee
shall, in addition, pay to the Lessor or, in the case of such
asslignment, to such asslgnee for each day thereafter an amount
equal to the amount, if any, by which the higher of (1) an amount
equal to..0243% of the Lessor's Cost of such Item of Equipment,
or (i1i) the Fair Market Rental Value (determined in the
manner provided in Section 18.1 hereof) for such Item of Equipment
for each such day exceeds the amount, if any, received by the
Lessor or such assignee (either directly or from the Lessee)
for such day for such Item pursuant to the precedlng sentence.

15.2. Specific Performance. The assembling, delivery,
storage and transporting of the Equipment as hereinbefore provided
are of the essence of this Lease, and upon application to any
court of equity having Jurisdiction in the premises, the
Lessor shall be entitled to a decree against the Lessee
requiring specific performance of the covenants of the Lessee
so to assemble, deliver, store and transport the Equlpment.

15.3. Lessor Appointed Lessee's Agent. Without in
any way limiting the obligation of the Lessee under the
foregolng provisions of this Section 15, the Lessee hereby
irrevocably appoints the Lessor as the agent and attorney of
the Lessee, with full power and authority, at any time while
the Lessee 1s obligated to delliver possesslion of any Items of
Equipment to the Lessor, to demand and take possession of
'such Item in the name and on behalf of the Lessee from
whomsoever shall be at the time in possession of such Item.
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SECTION 16. ASSIGNMENTS BY LESSOR.

This Lease and all rent and all other sums due or to
become due hereunder may be assigned in whole or in part by the
- Lessor to the Securlty Trustee or its successors and assigns
without the consent of the Lessee, but the lLessee shall be
under no obligation to any assignee of the Lessor except upon
written notice of such assignment from the Lessor. Upon notice to
the Lessee of any such assignment, the rent and other sums
payable by the Lessee which are the subject matter of the
assignment shall be pald to or upon the written order of the
assignee. Without limiting the foregoing, the Lessee further
acknowledges and agrees that (i) the rights of any such assignee
in and to the sums payable by the Lessee under any provision of
this Lease shall not be subject to any abatement whatsoever
and shall not be subject to any defense, setoff, counterclaim
or recoupment whatsoever whether by reason of failure of or
defect in the Lessor's title, or any interruption from whatsoever
cause in the use, operation or possesslon of the Equipment or
any part thereof, or any damage to or loss or destruction of
the Equipment or any part thereof, or by reason of any other
indebtedness or llability, howsoever and whenever arising,
of the Lessor to the Lessee or to any other person, firm or
corporation or to any governmental authority or for any cause
whatsoever, 1t being the intent hereof that, except 1in the
event of a wrongful act on the part of such assignee, the
Lessee shall be uncondltionally and absolutely obligated to
pay such assignee all of the rents and other sums which are
the subject matter of the assignment, (11) sald assignee
shall, if an Event of Default, or any event which with the
lapse of time or the giving of notice, or both, would constitute
such an Event of Default, shall have occurred and be continuing,
have the sole right to exercise all rights, privileges and
remedies (either in its own name or in the name of the Lessor
for the use and benefit of said assignee) which by the terms
of this Lease are permitted or provided to be exercised by
the Lessor (except those rights, privileges and remedies
relating to amounts payable to the Lessor or the Trustor
pursuant to Sections 6, 10.2, 11.1 [with respect to public
liability insurance] and 20.3 hereof and the Tax Indemnification
Agreement which shall remain enforceable by the Lessor and/or
the Trustor, as the case may be), but if no Event of Default
or event which with the lapse of time or glving of notice, or
both, would constitute an Event of Default, shall have occurred
and be continuing, sald assignee, the Lessor and the Trustor may
each exerclse thelr respective rights, privileges and remedies
stated in this Lease to be provided for thelr respective benefits,
and (1i11) all obligations of the Lessor to the Lessee under this
- Lease shall be and remain enforceable by the Lessee against, and
only against, the Lessor.

It is understood ahd agreed that the right, title and

interest of any such assignee in, to and under thls Lease and
the rents and other sums due and to become due hereunder shall
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by the express terms granting and conveying the same be subject
to the interest of the Lessee 1n and to the Equipment.

SECTION 17. ASSIGNMENTS BY LESSEE; USE AND POSSESSION; MILEAGE.

17.1. Lessee's Rights to the Equipment. So long as
no Event of Default, or any event which with the lapse of time
or the giving of notice; or both, would constitute such an
Event of Default, shall have occurred and be continuing, the
Lessee shall be entitled to the possesslon and use of the
Equlpment In accordance with the terms of this Lease, but,
without the prior written consent of the Lessor, the Lessee
shall not assign, transfer or encumber 1ts leasehold interest
under this Lease 1in any of the Equipment. The Lessee shall not,
without the prior written consent of the Lessor, part with the
possession or control of, or suffer or allow to pass out of
i1ts possesslon or control, any of the Equipment, except to
the extent permitted by the provisions of Section 17.2 hereof.

17.2. Use and Possession on Lines other than Lessee's
Own. So long as no Event of Default, or any event which with the
Tapse of time or the giving of notice, or both, would constitute such
an Event of Default, shall have occurred and be continulng,
the Lessee shall be entitled to the possession of the Equipment
and to the use thereof upon the lines of railroad owned or operated
by any rallroad company or companies incorporated in the United
States of America (or any state thereof or District of Columbia)
or over which such railroad company or companies have trackage
rights or rights for operatlion of thelr trains, and upon connecting
and other carriers in the usual interchange of traffic, but only upon
and subject to all of the terms and conditions of this Lease. Not-
withstanding the foregoing, the Lessee covenants, represents and
warrants that any use of the Equipment outslide the United States
during any calendar year by any person or entlity shall be de minimus.
The Lessee may sublease any Item of Equipment provided that (i) the
term of such sublease shall not exceed one year or extend beyond
the term of the Lease without the prior written consent of the
Lessor and any assignee pursuant to Section 16 hereof (including
the Security Trustee or its successors and assigns) and (ii) the
sublessee is neither a Canadian nor a Mexican railroad. Any assignment
or sublease entered into by the Lessee hereunder, or any use
of the Equipment by any other person or entity, shall not relileve
the Lessee of any liability or obligations.hereunder, all of which
shall be and remain those of a principal and not a surety.

17.3. Merger, Consolidation or Acquisition of Lessee.
Nothlng 1n this Section 17 shall be deemed to restrict the right _
of the Lessee to assign or transfer its leasehold interest under this
Lease 1n the Equipment or possession of the Equipment to any corpora-
tion (which shall have duly assumed the obligations hereunder of
the Lessee) into or with which the Lessee shall have become merged
or consolidated or which shall have acquired the property of Lessee
as an entirety or substantially as an entirety.
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17.4. Mileage Allowance. It is contemplated that the
Lessee shall recelve insofar as appllcable law and regulations allow,
all mileage allowance rentals and/or other compensation (hereinafter
referred to as "Mileage") payable by carriers by reason of the
use of the Items of Equipment and 1if for any reason the Lessor shall
receive any Mileage then (unless an Event of Default or event which,
with the passage of time or the giving of notice, or both, would
constitute such an Event of Default shall have occurred and be con-
tinuing 1n which event such Mileage or portion thereof shall be
retained by Lessor until such Event of Default or event which, with
the passage of time or the giving of notice, or both, would con-
stitute such an Event of Default shall no longer be continuing)
the Lessor shall remit such Mileage to the Lessee promptly after
the Lessee shall furnish to the Lessor, at the Lessee's sole
expense, elther a ruling of the Interstate Commerce Commission
to the effect that the remittance thereof to the Lessee will
not constitute a rebate within the meaning of 49 U.S.C. Section
11902, as amended, or an opinion of counsel to the same effect.

SECTION 18. OPTIONS TO RENEW AND TO PURCHASE.

18.1. Determination of Fair Market Value and Fair
Market Rental Value. Not more than 360 days nor less than 280
days prior to the expiration of the Primary Term or any renewal
term of this Lease, the Lessee may notify the Lessor in writing
that the Lessee desires a determination of the Falr Market Value
of the Items of Equipment then subject to this Lease as of the
end of such term and/or the Fair Market Rental Value of such Items
for a permlitted renewal term specifled in such notice, and the
Fair Market Value of such Items as of the end of the renewal term
specified. Thereafter, the Lessor and the Lessee shall consult
for the purpose of determining such Fair Market Values and Fair
Market Rental Value, and any values agreed upon in writing shall
constitute such Fair Market Values and Fair Market Rental Value for
the purposes of this Lease. If the Lessor and the Lessee fall to
agree upon such values within 30 days after the Lessee's notilce
pursuant to the first sentence of this Section 18.1, the Lessee
may request that such values be determined by the Appraisal
Procedure (as hereinafter defined). Such Fair Market Values and
such Falr Market Rental Value shall be determined on the basis
of, and shall be equal in amount to, the value which would
obtain in an arm's-length transaction between an informed and
willing buyer-user or lessee (other than a lessee currently
in possession or a used equipment or scrap dealer) and an informed
and willing seller or lessor under no compulsion to sell or
lease. Any such determination shall be made (a) on an "as-is"
"where-1s" basls, (b) as respects Falr Market Rental Value, -
on the basis of a lease having terms and conditions (other than
the lease term and fixed rental) similar to the terms and condi-
tions of this Lease, and (c¢) assuming the removal of all Improvements
by the Lessee pursuant to the provisions of Section 8 hereof. The
Lessee's request for a determination of Fair Market Values and Fair
Market Rental Value shall not obligate the Lessee to exercise any
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of the options provided in this Section 18. All costs and expenses
of the first two Appraisal Procedures pursuant to this Section 18
which the Lessee acts upon by exercising its option to renew or
purchase shall be borne equally by the Lessor and Lessee, and

the Lessee shall pay all costs and expenses of all such Appraisal
Procedures thereafter.

: "Appraisal Procedure" shall mean the following
procedure for determining the Fair Market Values or the
Fair Market Rental Value, as the case may be, of the Items of
Equipment then subJect to this Lease: If the Lessee shall
have given written notice to the Lessor requesting determination
of such value by the Appraisal Procedure, the parties shall
consult for the purpose of appolinting a qualified independent
appraliser by mutual agreement. If no such appralser 1is so
appointed within 15 days after such notice 1is given, each party
shall appoint an independent appralser within 20 days after
such notice 1s given, and the two appralsers so appointed shall
. within 30 days after such notice is given, appoint a third inde-
pendent appraiser. If no such third appraiser 1s appointed
within 30 days after such notlce 1is given, either party may apply
to any court having Jjurisdictlion to make such appointment, and
both parties shall be bound by any appointment made by such
court. Any appralser or appralsers appointed pursuant to the
foregolng procedure shall be Instructed to determine the
Fair Market Values or Falr Market Rental Value, or each, of the
Items of Equipment then subject to this Lease within 30 days
after his or thelr appointment. If the parties shall have
appointed a single appraiser, hils determination of value shall
be final. If three appraisers shall be appolnted, the values
determined by the three appraisers shall be averaged, the
determination which differs most from such average.shall be
excluded, the remaining two determinatlions shall be averaged
and such average shall be final.

18.2. Renewal Options. Provided that no Event of Default,
or any event which with the lapse of time or the glving of notice,
or both, would constitute an Event of Default, shall have occurred and
be contlnuing, the Lessee shall have the following renewal options:

(a) At the expiration of the Primary Term, the
Lessee shall have the option to renew and extend this
Lease as to all, but not less than all of the Items
of Equipment then leased hereunder for a four year
renewal term (the "Initial Renewal Term") commencing on
the expiration of the Primary Term upon and subject to’
the terms and conditions herein contained for the Primary
Term of thls Lease; provided that the quarterly Fixed
Rentals payable during the Initial Renewal Term shall be
an amount equal to the Falr Market Rental Value of
such Items of Equipment. The Lessee shall give the
Lessor and the Trustor written notice of any such
election 180 days prior to the commencement of the
Initial Renewal Term.
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(b) At the explration of the Initial Renewal Term,
and each of six Additional Renewal Terms (as hereinafter
defined) the Lessee shall have the option to renew and
extend thlis Lease as to all, but not less than all, of
the Items of Equipment then leased hereunder for an addi-

. tional renewal term (the "Additional Renewal Term") of four
years commencing on the expiration of the Initial Renewal
Term or prior Additional Renewal Term upon and subject to
the terms and conditions herein contained for the Primary
Term of this Lease; provided that the quarterly Fixed
Rental payable for and during each Additional Renewal
Term shall be an amount equal to the Fair Market Rental
Value of such Items of Equipment. The Lessee shall give
the Lessor written notice of any such election 90 days
prior to the commencement of any such renewal term.

(e) The Casualty Value and Obsolescence Termination
Value as of the commencement of each renewal term
shall be the Falr Market Value of the Items of Equip-
ment then subject to thlis Lease as of the end of
the Primary Term or the next preceding renewal term,
as the case may be, and on each rent payment date
during such renewal term shall declline or increase,
as the case may be, on a stralght-line basis to a
value for the final Rent Payment date for such renewal
term equal to the Falr Market Value of such Items
as of the end of such renewal term.

: 18.3. Purchase Options. Provided that no Event of
Default, or any event which with the lapse of time or the giving

of notice, or both, would constitute an Event of Default, shall

have occurred and be contlnuing, the Lessee shall have the following
options to purchase:

(a) The Lessee shall have the right to purchase
all but not less than all of the Items of Equlpment
then leased hereunder at the expiration of the Initial
Renewal Term or of the Additional Renewal Term at
a price equal to the Fair Market Value of such Items
of Equipment. The Lessee shall gilve the Lessor written
notice at least 90 days prior to the end of the
Initial Renewal Term or Additional Renewal Term, as
the case may be, of 1ts election to exerclse the
purchase option provided for in this Section. - Payment
of the option price shall be made upon the date of
termlination of the Lease at a place deslgnated in
writing to the Lessee by the Lessor in immedlately
avallable funds against delivery of a bill of
sale transferring and assigning to the Lessee
all right, title and interest of the Lessor in
and to the Equlpment and contalning a warranty
agalnst liens or claims of persons claiming by, through
or under the Lessor except liens and claims which the
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Lessee assumed or is obligated to discharge under the
terms of the Lease. The Lessor shall not be required

to make any representation or warranty as to the condition
of the Equipment or any other matters and such transfer
shall be otherwise without recourse to the Lessor.

_ (b) Notwithstanding any election of the Lessee to
purchase as provided in this Section 18.3, the provisions
of Section 11 hereof shall continue in full force and
effect until the date of purchase and the passage of
ownershlp of the Items of Equlpment purchased by the Lessee
upon such date unless the purchase price has been agreed
upon by the parties pursuant to this Section 18.3, in
which event the amount payable under Section 11 hereof
shall be the greater of the amount otherwise payable
under said Section 11 or such purchase price.

18.4. Delivery of Equipment. Unless the Lessee has
elected to purchase the Items of Equipment then leased hereunder
or to renew thlis Lease 1ln respect of such Items of Equipment as
provided in thils Section 18, all of such Items of Equipment shall
be returned to the Lessor at the end of the original term, or
the then current renewal term, as the case may be, 1in accordance
with Sectlon 13 hereof.

SECTION 19. INTEREST ON OVERDUE RENTALS AND AMOUNT PAID BY
LESSOR.

Anything to the contrary herein contained notwithstanding
any nonpayment of rent due hereunder, or amounts expended by
the Lessor on behalf of the Lessee, shall result in the addlitional
obligation on the part of the Lessee to pay also an amount equal
to 12% per annum (or the lawful rate, whichever 1s less) on
the overdue rentals and amounts expended for the period of time
during which they are overdue or expended and not repaid.

SECTION 20. MISCELLANEOUS;

20.1. Limitations of Liablility. It is expressly
understood and agreed by and between the Lessor and the Lessee
and thelr respective successors and assigns that this Lease
is executed by Mercantile Trust Company National Association,
not individually or personally but solely as Trustee under the
Trust Agreement in the exercise of the power and authority con-
ferred and vested 1n it as such Trustee, that each and all
of the representations, undertakings and agreements hereln made
on the part of the Lessor are . each and every one of them made and
intended not as personal representations, undertakings and agreements
by Mercantile Trust Company National Association or the Trustor,
or for the purpose or with the 1intentlion of binding Mercantlle
Trust Company National Association or the Trustor personally,
but are made and intended for the purpose of blnding only the
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Trust Estate as defined in the Trust Agreement, that this Lease

is executed and delivered by Mercantlle Trust Company Natlonal
Association solely in the exerclse of the powers expressly conferred
upon Mercantlile Trust Company National Assocliation as trustee

under the Trust Agreement, that actions to be taken by the

Lessor pursuant to its obligations hereunder may, in certain
instances, be taken by the Lessor only upon specific authority

of the Trustor, that nothing herein contained shall be construed

as creating any liabllity on Mercantile Trust Company National
Assoclation or the Trustor, individually or personally, or any
incorporator or any past, present or future subscriber to the
capital stock of, or stockholder, offlicer or director of, Mercantile
Trust Company National Assoclation or the Trustor, to perform

any covenant elther express or implied contained herein, all such
l11ability, 1f any, being expressly walved by the Lessee and by each
and every person now or hereafter claiming by, through or under

the Lessee, and that so far as Mercantile Trust Company National
Assoclation or the Trustor, individually or personally are con-
cerned, the Lessee and any person claiming by, through or under

the Lessee shall look solely to the Trust Estate as defined

in the Trust Agreement for the performance of any obligation

under this Lease. The term "Lessor" as used in this Lease

shall include any trustee succeeding Mercantile Trust Company
National Assoclation as trustee under the Trust Agreement or

the Trustor 1f the trust created thereby is revoked. Any obligatlon
of the Lessor hereunder may be performed by the Trustor, and

any such performance shall not be construed as revocation of

the trust created by the Trust Agreement. Nothing contalned in
‘this Lease shall restrict the operatlion of the provisions of the Trust
Agreement with respect to its revocation or the resignation or removal
of the Trustee thereunder.

It 1s expressly understood and agreed by and between the
Lessor and the Lessee and their respective successors and assigns
that thils Lease 1s executed by the Lessee in 1ts corporate capacity
and that nothing hereiln contained shall be construed as creating
any liability on any incorporator or any past, presént or future
subscrilber to the capital stock of, or stockholder, officer or
director of the Lessee to perform any covenant elther express or
implied contained herein, all such 1liability, if any, being expressly
waived by the Lessor and the Trustor and by each and every person
now or hereafter claiming by, through or under the Lessor or the
Trustor.

20.2. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be deemed
to have been given when deposlted in the United States maills,
certified, postage prepaid, addressed as follows:
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If to the Lessor:

If to the Trustor:

Mercantile Trust Company National
Association

One Mercantile Center

St. Louils, Missouri 63101

Attention: Corporate Trust Department

Payments to the Lessor hereunder
to be made as follows:

By bank wire transfer of Federal
or other immediately avallable
funds (identifying each payment

as to Interim Rental, Fixed Rental,
Casualty Value or Obsolescence
Termination Value) to:

Mercantile Trust Company National
Assoclation

One Mercantile Center

St. Louis, Missouri 63101

for credit to the account of

Mercantile Trust Company National
Association as Trustee under
B.A. Rail Trust No. 1

BamerilLease Inc.

555 California Street

San Francisco, California 94104
Attention: Leveraged Leasing Section

Payments to the Trustor hereunder
to be made as follows:

By bank wire transfer of Federal
or other immediately avallable
funds (identifying each payment

as to Interim Rental, Fixed Rental,
Casualty Value or Obsolescence
Termination Value) to:

Bank of America, N.T.S.A.
555 California Street
San Francisco, California 94104

for credit to the account of

BamerilLease Inc.
Account No. 6567-00200
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If to the Security
Trustee: The First National Bank of Kansas
City
Tenth and Baltimore
Kansas City, Missouri 64141
Attention: Corporate Section -
Trust Division

If to the Lessee: Farmland Industries, Inc.
3315 North Oak Trafficway
Kansas City, Missouri 64116
Attentlion: Financial Vice President

If to any
Lender: At the addresses provided therefor
in Schedule 1 to the Participation
Agreement

or addressed to any such party at such other address as such
party shall hereafter furnish to such other partles in writing.

20.3. Right of Lessor to Perform. If the Lessee shall
fail to comply with any of 1ts covenants herein contailned,
either the Lessor, the Trustor or, in the case of an assignment
by the Lessor pursuant to Section 16 hereof, the assignee
théreunder (including, without limitation, the Security Trustee
and the Lenders) may, but shall not be obligated to, make
advances to perform the same and to take all such actlion as
may be necessary to obtain such performance. Any payment so

made by any such party and all cost and expense (including,
" without limitation, reasonable attorneys' fees and expenses)
incurred 1n connection therewith shall be payable by the Lessee
to the party making the same upon demand as additional rent
hereunder, with interest at the rate of 12% per annum.

20.4. Execution in Counterparts. This Lease, and any
lease supplemental hereto, may be executed in several counterparts,
each of which so executed shall be deemed to be an original and
in each case such counterparts shall constitute but one and
the same instrument.

20.5. Law Governing. Thils Lease shall be construed
in accordance with the laws of the State of Missouri; provided,
however, that the parties shall be entitled to all rights
conferred by any applicable Federal statute, rule or regulation.

20.6. Headings and Table of Contents. All Section
headings and the Table of Contents and the cover page hereof
are Inserted for convenience only and shall not affect any con-
struction or interpretation of this Lease.

20.7. Severabllity. Any provision of this Lease
which 1s prohibited or unenforceable in any Jurisdiction shall
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be as to such Jurisdiction ineffective to the extent of such
prohibition or unenforceability without 1nvalidating the
remaining provisions hereof, and any such prohibition or
unenforceability in any Jjurisdiction shall not invalidate or
render unenforceable such provisions in any other Jjurisdiction.

IN WITNESS WHEREOF, the parties hereto have caused
this Lease to be executed by their respective officers
thereunder duly authorized and the corporate seals to be hereto
affixed as of the day and year first above written.

MERCANTILE TRUST COMPANY NATIONAL
ASSOCIATION not individually but
solely as Trustee under B.A. Raill
Trust No. 1

By _ QA

[CORPORATE SEAL] Its jok Presidens;, '

ATTEST: - *.

!
R FARMLAND INDUSTRIES, INC.

wo Ll

’jf('i' T

S~ Secretary

—————a!
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STATE OF MISSOURI )

CEHK ) SS
Y OF ST. LOUIS )

On this 15th day of June, 1979, before me personally
appeared O. A. Johnson, Jr., to me personally known, who belng by
me duly sworn, says that he 1s the Vice President of MERCANTILE
TRUST COMPANY NATIONAL ASSOCIATION, that one of the seals affixed
to the foregoing instrument is the corporate seal of sald corporation,
that sald instrument was signed and sealed on behalf of said corpo-
ration by authority of its Board of Directors, and he acknowledged
that the execution of the foregoing 1nstrument was the free act
and deed of sald corporation.

otary Public
DOROTHY A. EBERHARDT

[NOTARIAL .SEAL]

My commission expires: Januiary 24, 1930

A
N

r
~

STATE OF MISSOURI )
) S8
COUNTY OF CLAY )

On this 15th day of June, 1979, before me personally
appeared S L Mniia oo , to me personally
known, who beling by me duly sworn, says that he 1s the
JQIJ/ PAW- of Mu—l \M s\—v\’c 3
that one of the seals affixed to the foregoing instrument is the
corporate seal of sald corporation, that said instrument was signed
and sealed on behalf of sald corporation by authorlity of its Board
of Directors, and he acknowledged that the executlon of the foregoing
Instrument was the free act and deed of sald corporation.

A/Qﬁy@/// x@

Notary Public

PE H‘uq,
T

AT e e DONALD G. ROSE
[NOTARIAL SEAL] IR ﬂ %’ MNotary Public - State of Missoutf

R -' v,ﬁ ; Commissioned in Clay County
I T My Commission Expires.April 3, 1982
My commission expires: - _ '

.
v
% L
P
4



DESCRIPTION OF ITEMS OF EQUIPMENT

Manufacturer of Equipment: Hawker Siddeley Canada Ltd.

Description and Mark and

Number of Items of

Equipment: 300 100-Ton Covered Hopper Cars,
AAR Mechanical Designation LO,
Manufacturer Specification LO-132
Marked and Numbered FLIX 2200
to FLIX 2499, both inclusive

Purchase Price of

Equipment: " $41,313 per Item plus freight, insur-
ance and storage charges, if any

Place of Delilvery: Aurora, Missouril

Outside Acceptance Date: November 30, 1979

(B.A. Rail Trust No. 1)

SCHEDULE A
(to Equipment Lease)



CERTIFICATE OF ACCEPTANCE
~__UNDER EQUIPMENT LEASE

TO: MERCANTILE TRUST COMPANY NATIONAL
ASSOCIATION, Trustee under B.A. Rail
Trust No. 1 (the "Lessor")

ITEL Corporation ("Itel")

I, a duly appointed and authorized representative of the
Lessor and FARMLAND INDUSTRIES, INC. (the "Lessee") under the
Equipment Lease dated as of June 15, 1979 between the Lessor and
the Lessee, do hereby certify that the following items have been
inspected, received and approved and delivery thereof accepted
under the Assignment (on behalf of the Lessor) and under the
Lease (on behalf of the Lessee):

TYPE OF EQUIPMENT: 100-Ton Covered Hopper Cars, AAR
Mechanical Designation LO, Manufacturer
Specification L0O-132, manufactured by
Hawker Siddeley Canada Ltd. (the
"Manufacturer")

PLACE ACCEPTED:

DATE ACCEPTED:
NUMBER OF UNITS:
MARKED AND NUMBERED:

I do further certify that [except as set forth in Schedule
A attached hereto] the foregoing Items of Equipment are 1n good
order and condition, and appear to conform to the specifications
applicable thereto, that there does not appear to be, and the Lessee
has no knowledge of, any defect in any of the foregolng Items of
Equipment with respect to design, manufacture, condition or in
any other respect, and that each Item has been labeled by means
of a plate or a stencll printed in contrasting colors upon each
side of the Item in letters not less than one inch in height
as follows:

"Leased from a Bank or Trust Company,
as Owner-Trustee and Subject to a Security
Interest Recorded with the I.C.C."

The execution of this Certificate will in no way relieve
or decrease the responsibility of Itel or the Manufacturer for
any warranties they have made wlth respect to the Equipment.

Dated: » 19

Authorized Representative of the
Lessor and the Lessee
(B.A. Rail Trust No. 1)

SCHEDULE B
(to Equipment Lease)



SCHEDULE OF CASUALTY VALUE

As used in this Lease, the Casualty Value of each Item
of Equipment on any rental payment date during the Primary Term
shall be an amount equal to the percentage of the Lessor's Cost
of such Item set forth opposite such rental payment date 1n
the following schedule; provided, however, that in the event
(1) the Lessee has made payments pursuant to Section 2 or 3 of the
Tax Indemnification Agreement to reflect a Loss of Investment
Credit or Loss of Depreciation Deduction (as such terms are
defined in the Tax Indemnification Agreement) or (il) the amount
of Casualty Value of the Item payable by the Lessee set opposite
the applicable rental payment date includes an amount 1in respect
of recapture of investment tax credit (reduced by any disallowance
or recapture of 1nvestment tax credit claimed by the Trustor
in respect of the Item under Section 38 of the Code for which
the Lessee has made or 1s required to make any payments pursuant
to Section 2 of the Tax Indemnification Agreement) in excess
of the amount of investment tax credit actually recaptured
by the Trustor (herein referred to as an "Excess Amount"), then
such percentage of the Lessor's Cost shall be redetermined and
adjusted in a manner which, after taking into account any such
payments (and any offsetting benefits paid to the Lessee pursuant
to Section 8 of the Tax Indemnification Agreement) or any such
Excess Amount, as the case may be, will provide the Trustor
the same after-tax rate of return which was contemplated in fixing
such percentage of Lessor's Cost, i1t being understood that no such
redetermination or adjustment shall reduce the amount payable
on any date for Casualty Value to an amount less than the aggregate
principal amount of the Notes allocable to the Item unpaid on
such date, together with the interest thereon which 1s accrued
and unpald on such date, after giving effect to the payment of
Fixed Rental on such date.

Percentage of Lessor's
Rental Payment Date on which Cost Payable as Casualty
Casualty Value is Determined Value

On or prior to Term Lease
Commencement Date 103.129048

103.373795
103.543706
103.654815
103.706022
103.713618
103.654573
103.541901
103.374583
103.165841
102.894793

oo~V =W -

—

(B.A. Rall Trust No. 1)

SCHEDULE C
(to Equipment Lease)



Percentage of Lessor's

Rental Payment Date on which Cost Payable as Casualty
Casualty Value is Determined : Value
11 : 95.848065
12 95.473358
13 95.057468
14 - 94.583860
15 9L.061436
16 93.489229
17 92.876268
18 92.210454
19 84.774225
20 _84.015354
21 '83.216371
22 82.369703
23 81.479988
24 80.546339
25 79.573451
26 78.558376
27 70.779218
28 69.683826
29 68.550322
30 67.380497
31 v 66.174573
32 64.933453
33 63.662641
34 - 62.362546
35 61.032432
36 59.671536
37 58.279084
38 56.859666
39 55.412604
4o 53.937194
41 52.432723
42 50.903718
43 49.349565
Ly 47.769621
45 _ 46.163233
L6 44.534872
47 42.883976
48 41.209978
4o 39.512285
50 37.794654
51 36.058061
52 34.304925
53 32.524408
54 . 30.740157
55 28.940574
56 27.125081
57 . 25.281850
.58 23.525140
59 - 21.821819
60 20.000000



SCHEDULE OF OBSOLESCENCE TERMINATION VALUE

As used in this Lease, the Obsolescence Termination Value
for an Item of Equipment payable on the twenty-elghth Fixed Rental
payment date or any Fixed Rental payment date thereafter during
the Primary Term shall mean an amount equal to the percent of
the Lessor's Cost of such Item set forth opposite such date in
the following schedule; provided, however, that in the event the
Lessee has made payments pursuant to Section 3 of the Tax Indemnifi-
cation Agreement to reflect a Loss of Depreciation Deduction (as
such term is defined in the Tax Indemnification Agreement), such
percentage of the Lessor's Cost shall be redetermined and adjusted
in a manner which, after taking into account such payments (and
any offsetting benefits paid to the Lessee pursuant to Section 8
of the Tax Indemnification Agreement) will provide the same after-tax
rate of return which was contemplated in fixing such percentage of
Lessor's Cost, 1t being understood that no such redetermination
or adjustment shall reduce the amount payable on any date for
Obsolescence Termination Value to an amount less than the aggregate
principal amount of the Notes unpaid on such date, together with
interest thereon accrued and unpaid on such date, after giving
effect of Flixed Rental on such date.

Fixed Rental Payment Date Percentage of Lessor's Cost
on which Obsolescence Payable as Obsolescence
Termination Value is Paid Termination Value
28 . 66.505358
29 65.323938
30 64.105476
31 62.850179
32 61.558946
33 60.237263
34 58.885529
35 57.502998
36 ' . 56.088895
37 54.64243Y
38 _ 53.168195
39 51.665482
40 ~ 50.133584
41 48.571772
42 4L6.984565
43 ' 45.371329
by 43,731412
45 . 42,064149
46 40.373993
b7 : 38.660372
48 36.922701
49 ' 35.160379
50 33.377141

(B.A. Rail Trust No. 1)

SCHEDULE D
(to Equipment Lease)



Fixed Rental Payment Date Percentage of LesSor's Cost

on which Obsolescence Payable as Obsolescence
Termination Value 1s Paid Termination Value
51 31.573954
52 29.753219
53 27.904084
54 26.050181
55 . 24.179896
56 22.292635
57 20.376555
58 18.545897
59 16.767513
60 14.869355



CERTIFICATE OF SUPPLEMENTAL COST

This CERTIFICATE OF SUPPLEMENTAL COST, dated

, 1979, is delivered by MERCANTILE TRUST COMPANY NATIONAL
ASSOCIATION, a national banking association, not individually
but solely as a trustee (the "Lessor") under a Trust Agreement
dated as of June 15, 1979 with Bamerilease Inc., a California
corporation (the "Trustor"), and BAMERILEASE INC. to FARMLAND
INDUSTRIES, INC., a Kansas corporation (the "Lessee") pursuant
to Section 2.6 of a certain Equipment Lease dated as of June
15, 1979 (the "Lease", the defined terms therein being used
herein with the same meanings), which provides for the delivery
to the Lessee of a Certificate of Supplemental Cost substantially
in the form hereof for the purpose of confirming the revised
Interim Rental, Fixed Rentals, Casualty Values and Obsolescence
Termination Values for the Equipment.

The Lessor hereby certifles that:

1. The total Acqulislition Costs and Transaction
Costs of the Equipment were $ and $ ,
respectively;

.2. The Disbursement Date and each component of
Lessor's Cost of each Item of Equlpment is as set forth in
Schedule A hereto;

3. The net after-tax income, losses, liabilities
and expenses arising out of the administration of the Escrow
Fund pursuant to Section 2.2(e) of the Participation Agreement
was $ (and for this purpose amounts of interest
payable to the Lenders for periods prior to the Disbursement
Date for each Item of Equipment were not consldered expenses
arising out of the administration of the Escrow Fund).

The Trustor hereby certifies that in order to cause
its net after-tax return on and rate of recovery of investment
and annual cash flows which it would have realized if all of
the assumptions set forth in a letter from the Trustor to the
Lessee dated June 1, 1979 had occurred, (a) the Interim Rental
Factor set forth in Section 2.1(a)(11ii) is to be increased
[decreased] to %, (b) the Fixed Rental factor set forth in
Section 2.1(b) of the Lease 1s to be increased [decreased] to

%, and (c) the Schedules of Casualty Values and Obsolescence
Termination Values attached hereto as Schedule C and Schedule D,
respectively, are to be substituted for Schedule C and Schedule
D of the Lease. Such amounts do [do not] reflect an adjustment
needed to comply with paragraphs (1) and (6) of Section 4 of
Revenue Procedure 75-21 and are sufficient to discharge that
portion of the principal of and/or interest on the Notes due

EXHIBIT 1
(to Equipment Lease)

fR.A. Ratl Trnst No. 1)



and payable on the Term Lease Commencement Date and on each Fixed
Rental payment date under the Lease (after giving effect to the
payment of Fixed Rental on such Date).

IN WITNESS WHEREOF, each of Mercantile Trust Company
National Association and Bamerilease Inc. has caused thils Certificate
of - Supplemental Cost to be executed by a duly authorized officer.

MERCANTILE TRUST COMPANY NATIONAL
ASSOCIATION, not individually
but solely as Trustee under
B.A. Rail Trust No. 1

Dated: , 1979 By

Its

BAMERILEASE INC.

Dated: , 1979 By

Its



Car Number

FLIX

TOTAL

>

SCHEDULE A
TO
CERTIFICATE OF SUPPLEMENTAL COST

COVERED HOPPER CARS LEASED TO FARMLAND INDUSTRIES, INC.
BY MERCANTILE TRUST COMPANY NATIONAL ASSOCIATION
AS TRUSTEE UNDER B.A. RAIL TRUST NO. 1

Disbursement Acquisition Transaction

Date Purchase Price Costs . Costs

$ $ %

Lessor's Cost

X
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LEASE SUPPLEMENT

This LEASE SUPPLEMENT dated , 1979 is between
MERCANTILE TRUST COMPANY NATIONAL ASSOCIATION, a national
banking association, not individually but solely as a trustee
(the "Lessor") under a Trust Agreement dated as of June 15,
1979 with Bamerilease Inc., a California corporation (the
"Trustor"), and FARMLAND INDUSTRIES, INC., a Kansas corporation

(the "Lessee").

WHEREAS, the Lessor and the Lessee have entered into
a certain Equipment Lease dated as of June 15, 1979 (the "Lease",
the defined terms therein being used herein with the same mean-
ings), which Lease provides in Section 2.6 thereof for the execu-
tion of a Lease Supplement substantially in the form hereof for
the purpose of confirming the revised Interim Rental, Fixed
Rentals, Casualty Values and Obsolescence Termination Values for
the Equipment; and

WHEREAS, the Lessor has delivered to the Lessee a
Certificate of Supplemental Cost (the "Certificate of Supplemental
Cost") setting forth (i) for each Item of Equipment the (v)
Purchase Price, (w) Acquisition Costs, (x) Transaction Costs,
(y) Lessor's Cost and (z) Disbursement Date thereof, and (ii)
the net after-tax income, losses, liablilities and expenses
arising out of the administration of the Escrow Fund pursuant
to Section 2.2(e) of the Participation Agreement (and for this
purpose, amounts of interest payable to the Lenders for periods
prior to the Disbursement Date for each Item of Equipment were
not considered an expense arlising out of the administration of
the Escrow Fund);

NOW, THEREFORE, in order to confirm the Interim
Rental, Fixed Rentals, Casualty Values and Obsolescence Termina-
tion Values of the Equipment, the parties hereto agree as
follows:

1. The Disbursement Date for and the Lessor's Cost
of each Item of Equipment (and the portion of such Lessor's
Cost which 1s attributable to the Purchase Price, Transaction
Costs and Acquisition Costs) are as indicated in the Certificate
of Supplemental Cost, a copy of which is attached hereto as
Exhibit 1.

2. The Interim Rental payable under clauses (i1i)
and (1ii) of Section 2.1(a) of the Lease with respect to all
Items of Equipment on the Term Lease Commencement Date shall
be $ , which amount 1s the sum of (a) $ , which
is an amount equal to accrued interest on the Notes payable
by the Lessor to the Lenders pursuant to Section 2.2(g) of
the Participation Agreement from the Deposit Date to but not

EXHIBIT 2
(to Equipment Lease)

(R.A. Rail Trust No. 1)



including the Disbursement Date with respect to each Item,
and (b) $ , which is, with respect to each Item of
Equipment, the product of % of Lessor's Cost of such Item
multiplied by the number of days from the Disbursement Date
with respect to such Item to but not including the Term
Lease Commencement Date. For purposes of determining the
accrued interest described in the preceding sentence, the
principal amount of loans from the Lenders deposited 1n the
Escrow Fund on the First Deposit Date were deemed to have
been applied to all disbursements until such principal
amount had been fully disbursed.

3. The amount of Fixed Rental payable on the filrst
Fixed Rental payment date and each Fixed Rental payment date
thereafter shall be = % of the Lessor's Cost of all Items of
Equipment from time to time subject to the Lease.

4, The schedules of Casualty Values and Obsolescence
Termination Values attached hereto as Schedule C and Schedule D,
respectively, shall be substituted for Schedule C and Schedule D
of the Lease, respectively.

5. All of the provisions of the Lease are hereby
incorporated by reference in this Lease Supplement, on and
as of the date hereof, to the same extent as 1if fully set
forth herein.

6. This Lease Supplement is being delivered in
the State of Missourl and shall in all respects be governed
by, and construed in accordance with, the laws of the State
of Missouri; provided, however, that the parties shall be
entitled to all rights conferred by any applicable Federal
statute, rule or regulation.

IN WITNESS WHEREOF, the parties hereto have caused
this Lease Supplement to be executed by thelr respective
officers thereunder duly authorized and the corporate seals
to be hereto affixed as of the day and year first above
written.

MERCANTILE TRUST COMPANY NATIONAL
ASSOCIATION, not individually
but solely as Trustee under
B.A. Rail Trust No. 1

By

Its
(CORPORATE SEAL)

ATTEST:

Secretary



(CORPORATE SEAL)

ATTEST:

VA

Secretary

FARMLAND.INDUSTRIES, INC.

By

Its
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